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                     Town of Los Gatos 
 

CIVIC CENTER 
 110 E. MAIN STREET 

LOS GATOS, CA  95030 
 
April 18, 2022 
 
Honorable Mayor and Town Council: 
 
I am pleased to present to you a balanced Fiscal Year (FY) 2022/23 Proposed Operating Budget 
for the Town of Los Gatos.  This past year continued to see a gradual return to economic normalcy 
from the unprecedented repercussions of shuttering large swaths of the economy to mitigate 
the public health consequences of COVID-19.  While the budget is balanced, it was balanced 
through the use of one-time American Rescue Plan Act (ARPA) resources from the federal 
government as well as continued status quo budget direction across Town operations.   
 
On January 25, 2022, the Town Council determined the Strategic Priorities for 2022-2024, 
providing guidance to Town staff and Commissions on workload prioritization.  Even with the 
budgetary challenges of the last several years associated with the COVID-19 pandemic, many of 
Council’s primary goals and priorities have been programed in the FY 2022/23 Operating and 
Capital Budgets.  Specifically, the Council would like continued progress on wildfire protection 
safety; emergency preparedness; semi-permanent parklets; diversity, equity, and inclusion; 
community policing; parking study implementation; and the General Plan and Housing Element 
updates (see the following page). 
 
The initial economic shock from the pandemic is appearing to be episodic in nature; however, 
the loss of previously projected future growth in revenues in conjunction with increasing 
expenses continues to illustrate persistent deficits in future years.  The deficits are on the order 
of approximately $2.0 to $3.0 million per year and can currently be resolved through a 
combination of expenditure controls and the use of one-time funds. The proposed Budget also 
reflects inflationary pressures and the continued Departmental constraints after multiple years 
of status quo organizational budgets. 
 
Even with areas of continued uncertainty, this Budget positions the organization well for 
continued excellence in service delivery to the community.   However, in the event pre-pandemic 
revenue growth projections do not return and/or new revenue sources are not identified, the 
current projected deficits may need to be addressed through service delivery reductions or 
service outsourcing.  If this occurs, the Council will need significant input from the community to 
identify acceptable organizational changes and service levels. 
 
The FY 2022/23 General Fund Budget programs total revenues and reserve transfers of $50.4 
million and expenditures and allocations of $50.4 million.  The Budget currently anticipates no 
significant new programming and does maintain existing service with  modest staffing additions.  
This Budget also provides for limited, continued strategic investments toward important wildfire 
vegetation management as Federal grant funding allows and other necessary infrastructure 
improvements, as the pandemic is not the only threat to our community’s health and safety.   
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I would like to take this opportunity to thank the Town Council for your stewardship this past 
year.   
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BUDGET DEVELOPMENT CONTEXT 
 
An important aspect of the Town’s budget development process is taking a multi-year approach 
to understand revenue and expenditure trends over time.  Serving as the foundation of the 
budget planning process (page A-7), the Town develops a Five-Year Financial Forecast 
(“Forecast”) beginning in the winter of each year.  The Forecast enables the Town to evaluate the 
Town’s fiscal condition and to help guide policy, programmatic planning, and budget decisions.  
Development of a financial forecast as part of the budget development process has been 
identified as a best practice by the Government Financial Officers Association (GFOA).   
 
The Forecast takes a forward look at the Town's General Fund revenues and expenditures and is 
updated regularly.  Its purpose is to identify financial trends, potential shortfalls, and other issues 
so the Town can proactively address them and budget accordingly.  It does so by projecting out 
into the future the fiscal results of continuing the Town's current service levels and policies.  This 
process helps to provide a snapshot of what the future may look like as a result of the decisions 
made to date. 
 
As we consider the development of the FY 2022/23 Operating Budget and the Five-Year Forecast, 
it is helpful to provide context from the development and estimated results of the FY 2021/22 
Operating Budget. On June 1, 2021, the Town Council, under advisement from the Finance 
Commission, adopted the use of $1,912,536 in American Recovery Plan Act (ARPA) funding to 
balance the FY 2021/22 budget.  On February 15, 2022, the Mid-Year Budget reflected a slight 
reduction in projected deficits into the close of FY 2021/22, with one-time ARPA revenue loss 
funding having reduced to $1,444,021 for budget balancing.  As information becomes more 
refined into the close of FY 2021/22, current estimates are for a slight $600,000 surplus with no 
revenue loss ARPA funding.  To date, no ARPA funding has ultimately been expensed for revenue 
loss replacement.  As discussed in greater detail later, the primary drivers of the reduction in the 
projected deficit are attributable to increases in Educational Revenue Augmentation Funds 
(ERAF) property tax distributions, Transient Occupancy Tax (TOT), and continued increases in 
Sales Taxes.   
 
ln addition to the improvements in revenue projections, staff is estimating that there will be year-
end operating expenditure savings in FY 2021/22. Savings are attributable to Departmental 
vacancies and lower cost structures associated with retiree replacements. In addition, vacant 
positions are often filled with temporary unbenefitted positions, which translate into additional  
benefit savings. The Town has experienced its share of the “great resignation” and has seen an 
increase in vacancies throughout the organization. While expenditure savings is welcome news, 
ultimately vacancies need to be filled to maintain the high level of services provided by the Town.   
 
As with most municipalities, services are provided directly by employees to the Town’s residents, 
businesses, and visitors.  As a service delivery enterprise, the cost of salaries and benefits are a 
significant portion of the budget.  The delivery of Town services is highly dependent on recruiting 
and retaining talent which comprises 66% of budgeted General Fund expenditures for FY 
2022/23.  
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Given the high dependence on labor for service delivery, the Town has helped manage salary 
escalation (and benefits) through the maintenance of lower staffing levels.  As the table below 
illustrates, since 2001 the Town has reduced its full-time employees by 15.0% to 153 FTE 
employees. 
 

 
 
Even with the Town reducing its full-time employees by 15.0% to 153 FTE employees since 2001, 
costs per employee continue to escalate as evidenced by pension benefit costs having increased 
37.7% in the last five years. 
 
Mandated pension payments to CalPERS have consistently been one of the major cost drivers for 
the Town over the past decade with persistent unanticipated increases in pension costs. The 
Town’s plans over the past several decades, like all other CalPERS participants, have experienced 
unfavorable investment returns, changes in actuarial assumptions, and demographic changes 
which have outweighed any positive plan experiences to date.  The outcome of these unfavorable 
economic and demographic results is the development of unfunded pension and Other Post-
Employment Benefit (OPEB) obligations  for the Town.  According to the 2020 actuarial 
valuations, the unfunded actuarial liability for pensions was $61.8 million and $8.7 million for 
OPEB as of June 30, 2019.   
 
To address the escalation in pension costs, previous Councils have allocated additional 
discretionary pension funding totaling $10.4 million.  These additional discretionary payments 
will ultimately yield an approximate additional $12.7 million in contribution savings.  In addition 
to the management of the Town’s pension obligations, prior Councils have worked to curb cost 
escalation in Other Post-Employment Benefits (OPEB).  In 2009, the Town initiated prefunding of 
the retiree healthcare benefit and has since established approximately $27.3 million in OPEB 
assets from zero in 2009. 
 
The Town has three bargaining units, including the Town Employees’ Association (TEA), the 
American Federation of State, County and Municipal Employees (AFSCME), and the Police 
Officers’ Association (POA).  The unrepresented groups are Management and Confidential.  The 
Town and its bargaining groups have also worked to contain benefit costs. The Town closed the 
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CalPERS retiree Tier 1 benefit for non-safety employees and created a new Tier 2 for non-safety 
new employees in 2012, implemented the Public Employees’ Pension Reform Act (PEPRA) for all 
new non-classic employees starting in 2013, and participates in the CalPERS discounted 
prepayment option.  The Town’s bargaining groups participated in wage freezes and unpaid 
furloughs for several years to assist in achieving balanced budgets after the 2008 recession.  In 
2016, the Town’s bargaining groups approved the introduction of dependent cost sharing and a 
reimbursement cap to Medicare eligible employees, and in 2018 the elimination of the Town's 
existing retiree healthcare benefit prospectively.   
 
While these collective measures have helped to slow the growth in salary and benefit expenses, 
this budget and forecast anticipates continued increases.    
 
FISCAL YEAR (FY) 2022/23 BUDGET BALANCING STRATEGIES 
 
For FY 2022/23 the Proposed Operating Budget was balanced utilizing two primary budget 
balancing strategies.  The first was direction to all Departments to develop a status quo budget. 
To that end most Departments programmed existing resources by either maintaining current 
structures or realigning operations to remain effective while staying within prior year budgets. In 
addition, Departments were provided guidance to enhance capacity where necessary through 
limit-dated non-benefited personnel options when possible.    
 
The second strategy is the use of $1.0 million of the Town’s $5.7 million allocation from the 
American Rescue Plan Act to replace lost revenue.  This is consistent with Council direction in FY 
2020/21 ($1.4 million) and FY 2021/22 ($1.9 million).  To date no ARPA funding has ultimately 
been expensed for revenue loss replacement. 
 
The FY 2021/22 Budget endeavored to maintain essential public services while controlling 
operational costs in light of the Five-Year Financial Forecast, which predicts operating shortfalls 
in subsequent fiscal years.  Providing current service levels to the community in future fiscal years 
will require a strong return to pre-pandemic performance of the Town’s economically sensitive 
revenues and/or revenue enhancements as identified as one of the Town Council’s Strategic 
Priorities. 
 
FIVE-YEAR FINANCIAL FORECAST  
 
Similar to prior years, the Five-Year Forecast serves as the foundation of the budget planning 
process.  The Forecast includes updates to Town revenues and expenditures with the first year 
of the Forecast’s revenue estimates being the most critical in the process as they ultimately 
define the expenditure limitations for the upcoming budget year.  The revenue projections 
further refine the Town’s planning for current and future expenditures based on future 
projections.  The preliminary assumptions are used to forecast the Town’s fiscal capacity and 
provide the financial framework within which the proposed Department service levels must be 
developed.  They also serve as the basis to test the potential impacts of proposed policy and 
operational modifications based upon the Town Council’s most recently adopted Strategic 
Priorities. 
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The Five-Year Forecast (FY 2023/24 – 2027/28) is predicated on the estimated ending budget for 
FY 2021/22 and includes updates to Town revenues and expenditures.  Like any forecast, the 
Forecast’s revenue estimates for the first year is the most critical in the process as they ultimately 
define the expenditure limitations for the upcoming budget year.  The Town is highly dependent 
on three economically sensitive revenues comprising 65% of General Fund forecasted revenues.  
With that context, updated growth assumptions are provided for each revenue source, and the 
resultant projected revenues for the new Forecast period.  The revenue assumptions provided 
are informed by the County Tax Assessor, the Town’s sales tax consultant, and direct 
communication with the Town’s hospitality industry.  These assumptions are described in more 
detail later in this section. 
 
On the expenditure side, the Forecast budgets positions at the actual rate of pay of employees 
including benefits as of June 30, 2022.  Then, by position, salary costs are updated in accordance 
with the applicable Memorandum of Understanding (MOU) between the Town and its bargaining 
units.  The Memoranda of Understanding that outline the individual agreements between the 
Town and each unit related to compensation, health benefits, leave time, and grievance 
procedures will expire with TEA and AFSCME on June 30, 2022.  POA’s MOU expired on 
September 30, 2021. Since all bargaining unit agreements are open for negotiation in 2022, 
meetings to re-negotiate the agreements in good faith are currently in process.   The 
Management and Confidential groups are unrepresented.   
 
In addition to the economic terms of the MOUs, the Forecast assumes step increases for 
employees in applicable positions, and merit increases for Management and Confidential 
employees.  In addition, based on prior Council guidance, 2% cost of living wage adjustments 
(COLA) are included in the Forecast for each year including FY 2022/23.  In addition, the Forecast 
recognizes higher pension costs due to the continued annual payment for prior unfunded 
actuarial liability (UAL) amortization bases.  This information was determined in coordination 
with the Town’s actuarial consultant and CalPERS.   
 
As previously mentioned, the Forecast includes a multitude of primary revenue and expenditure 
adjustments related to the pandemic, the culmination of which is depicted in the Table on A-7.  
In addition, a table of the past five years of actual year-end results has been included for 
comparative purposes to the Proposed Operating Budget and Forecast period on A-8.   
 
Actual results by line item as presented in the Five-Year Forecast are reported in greater detail in 
the Forecast compared to the Town’s  Comprehensive Annual Financial Report (ACFR) which uses 
summary data (an example being Sales & Use Tax and Measure G District Tax are summarized 
and reported in the ACFR as one line item, Sales Taxes).  Similar issues also occur for expenditure 
line items because they tend to be the primary drivers for forecasting future expense trends.  Use 
of and additions to reserves are presented in the Forecast schedules for tracking and visibility 
purposes as the use of reserves are not considered actual revenues for ACFR reporting.  Changes 
to reserve balances over the fiscal year are reported in the footnotes accompanying the financial 
statements in the ACFR.  
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Account Revenue Category
 2021/22 
Adjusted 
Budget 

 2021/22 
Estimates 

 2022/23 
Proposed 
Budget 

 2023/24 
Forecast 

 2024/25 
Forecast 

 2025/26 
Forecast 

 2026/27 
Forecast 

 2027/28 
Forecast 

4100 Property Tax 15.4$        15.7$        16.6$        15.7$        16.1$        16.6$        17.1$        17.6$        
4110 VLF Backfi l l  Property Tax 4.2            4.2            4.4            4.5            4.6            4.8            4.9            5.1            
4200 Sales  & Use Tax 7.0            7.5            7.9            8.2            8.5            8.8            9.1            9.3            
4200 Measure G Dis trict Sa les  Tax 1.2            1.2            1.3            1.4            1.4            1.5            1.5            1.5            
4250 Franchise Fees 2.5            2.4            2.5            2.6            2.6            2.7            2.8            2.9            
4251 Trans ient Occupancy Tax 1.4            1.4            1.6            1.7            1.8            1.9            1.9            2.0            
4400 Bus iness  License Tax 1.3            1.3            1.3            1.3            1.3            1.3            1.3            1.3            
4400 Licenses  & Permits 3.1            3.1            2.8            2.8            2.9            3.0            3.1            3.2            
4500 Intergovernmenta l 4.0            1.1            1.1            1.0            1.0            1.0            1.2            1.1            
4600 Town Services 4.2            4.3            4.2            4.0            4.1            4.1            4.2            4.3            
4700 Fines  & Forfei tures 0.2            0.2            0.2            0.2            0.2            0.2            0.2            0.2            
4800 Interest 0.4            0.4            0.4            0.3            0.3            0.3            0.3            0.3            
4850 Other Sources 2.6            2.4            2.2            2.2            2.2            2.2            2.3            2.2            
4900 Fund Transfers  In 0.6            0.6            0.5            0.5            0.5            0.5            0.5            0.5            

48.1$        45.8$        47.0$        46.4$        47.5$        48.9$        50.4$        51.5$        
Use of  Capi ta l/Specia l  Project Reserve - Capi ta l 0.6            0.6            2.4            0.8            0.8            0.8            0.8            0.8            
Use of Pens ion/OPEB Reserve -              0.3            -              -              -              -              -              -              
Use of Property Surplus  Reserve 1.2            1.2            -              -              -              -              -              -              
Use of Measure G Reserve 1.1            1.1            -              -              -              -              -              -              
ARPA Replacement Revenue -              -              1.0            -              -              -              -              -              

51.0$        49.0$        50.4$        47.2$        48.3$        49.7$        51.2$        52.3$        

Account Expenditure Category
 2021/22 
Adjusted 
Budget 

 2021/22 
Estimates 

 2022/23 
Proposed 
Budget 

 2023/24 
Forecast 

 2024/25 
Forecast 

 2025/26 
Forecast 

 2026/27 
Forecast 

 2027/28 
Forecast 

5110 Salary 20.9          19.2          21.5          21.6          22.2          22.5          23.0          23.5          
5120 CalPERS Benefi ts 7.3            6.2            7.3            7.5            7.8            7.7            8.0            8.1            
5200 Al l  Other Benefi ts  4.2            3.4            4.4            4.6            4.7            4.8            5.0            5.1            
6211 OPEB Pay as  You Go 1.5            1.5            1.5            1.5            1.6            1.7            1.8            1.9            
6000 Operating Expenditures 6.4            7.0            6.9            6.8            7.1            7.1            7.4            7.5            
7200 Grants  & Awards 1.0            0.8            0.2            0.2            0.2            0.2            0.2            0.3            
7400 Uti l i ties 0.6            0.6            0.6            0.6            0.7            0.7            0.7            0.7            
8060 Internal  Service Charges 2.7            2.6            2.7            2.9            3.1            3.4            3.7            3.8            
8900 Debt Service 1.9            1.9            1.9            1.9            1.9            1.9            1.9            1.9            

46.6$        43.3$        47.0$        47.5$        49.3$        50.1$        51.7$        52.9$        
GASB 45 Reti ree Medica l  Actuaria l 0.1            0.1            -              -              -              -              -              -              
Additional  Discretionary Payment - Pens ion 0.4            0.7            0.4            0.4            0.4            0.4            0.4            0.4            

47.1$        44.1$        47.4$        47.9$        49.7$        50.5$        52.1$        53.3$        
Capi ta l  Transfers  Out to GFAR 2.8            2.8            2.3            0.8            0.8            0.8            0.8            0.8            
1/2 of Measure G Proceeds  to Capi ta l 0.6            0.6            0.7            0.7            0.7            0.7            0.8            0.8            

Al locate to Budget Stabi l i zation/Catastrophic -              0.5            -              -              -              -              -              -              
Al locate to Compensated Absences -              -              -              -              -              -              -              -              
Al locate to Market Fluctuation -              -              -              -              -              -              -              -              
Al locate to Ca lPERS/Pens ion -              0.3            -              -              -              -              -              -              

50.5$        48.3$        50.4$        49.4$        51.2$        52.0$        53.7$        54.9$        

0.5$          0.6$          -$            (2.2)$        (2.9)$        (2.3)$        (2.5)$        (2.6)$        
* Due to rounding of individual categories FY 2021/22 Total Expenditures and Reserve Allocations includes $0.1 million.
General Fund (111) Forecast does not include Pension Trusts activities. 

Town of Los Gatos General Fund  5-Year Forecast 
(in $ million)

NET REVENUES RESERVE TRANSFERS LESS EXPENDITURES & 
RESERVE ALLOCATIONS FOR FINAL ALLOCATION AFTER YEAR 
END CLOSE

TOTAL REVENUES, TRANSFERS, AND USE OF RESERVES

TOTAL EXPENDITURES &  RESERVE ALLOCATIONS

TOTAL OPERATING REVENUES & TRANSFERS*

TOTAL OPERATING EXPENDITURES

TOTAL OPERATING & DISCRETIONARY EXPENDITURES

AMOUNTS AVAILABLE FOR RESERVE ALLOCATIONS
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Account Revenue Category
 2015/16 
Actuals 

 2016/17 
Actuals 

 2017/18 
Actuals 

 2018/19 
Actuals 

 2019/20 
Actuals 

 2020/21 
Actuals 

4100 Property Tax 10.8$        11.5$        12.5$        13.6$        14.5$        15.8$        
4110 VLF Backfi l l  Property Tax 3.0            3.2            3.4            3.7            3.9            4.1            
4200 Sales  & Use Tax 7.5            9.2            7.6            8.0            6.5            6.8            
4200 Measure G Dis trict Sa les  Tax -              -              -              0.2            1.0            1.1            
4250 Franchise Fees 2.3            2.4            2.5            2.5            2.5            2.5            
4251 Trans ient Occupancy Tax 1.9            2.3            2.6            2.7            1.9            1.0            
4400 Bus iness  License Tax 1.5            1.7            1.7            1.5            1.4            1.4            
4400 Licenses  & Permits 3.5            3.0            3.0            3.1            2.7            3.1            
4500 Intergovernmenta l 1.0            0.9            1.0            0.9            1.0            1.6            
4600 Town Services 4.0            3.3            4.4            4.4            4.4            4.6            
4700 Fines  & Forfei tures 0.9            0.9            0.7            0.5            0.3            0.1            
4800 Interest 0.6            0.2            0.2            1.4            2.2            0.1            
4850 Other Sources 2.3            4.3            3.2            4.6            2.7            3.7            
4900 Fund Transfers  In 2.4            0.3            0.8            1.6            0.6            0.7            

41.7$        43.2$        43.6$        48.7$        45.6$        46.6$           p / p  j    
Capi ta l -              1.4            3.2            2.8            8.0            3.4            
Use of Pens ion/OPEB Reserve -              -              -              -              -              4.5            
Use of Almond Grove Reserve -              5.9            -              -              -              -              

41.7$        50.5$        46.8$        51.5$        53.6$        54.5$        

Account Expenditure Category  2015/16 
Actuals 

 2016/17 
Actuals 

 2017/18 
Actuals 

 2018/19 
Actuals 

 2019/20 
Actuals 

 2020/21 
Actuals 

5110 Salary 14.5          14.8          16.0          17.9          19.3          20.2          
5120 CalPERS Benefi ts 3.6            3.9            4.3            5.3            6.1            6.4            
5200 Al l  Other Benefi ts  3.2            3.2            3.3            3.6            3.6            3.7            
6211 OPEB Pay as  You Go 0.9            1.0            1.1            1.2            1.2            1.3            
6000 Operating Expenditures 4.7            4.8            5.0            5.6            5.1            5.7            
7200 Grants  & Awards 0.7            0.2            0.2            0.3            0.3            0.3            
7400 Uti l i ties 0.4            0.6            0.5            0.5            0.5            0.6            
8060 Internal  Service Charges 3.5            3.6            3.9            2.5            2.2            2.3            
8900 Debt Service 1.9            1.9            1.9            1.9            1.9            2.0            

33.6$        34.0$        36.2$        38.8$        40.2$        42.4$        
GASB 45 Reti ree Medica l  Actuaria l 1.5 2.6 1.6 1.1 1.1 0.6
Additional  Discretionary Payment - Pens ion -              -              -              -              -              5.6            

35.1$        36.6$        37.8$        39.9$        41.3$        48.6$        
Capi ta l  Transfers  Out to GFAR 0.5            7.3            2.6            2.3            7.0            3.4            
Operating Tranfer Out 0.1            -              0.6            0.5            1.1            -              
Fixed Assets/ Equipment 0.4            -              -              -              0.1            -               y     
Fund -              -              1.2            3.6            0.4            -              

5.6$          6.6$          4.6$          5.2$          3.7$          2.5$          
Al locate to Almond Grove Reserve 2.5            -              -              -              -              -                g  
Stabi l i zation/Catastrophic -              -              -              -              -              0.1            
Al locate to Compensated Absences -              -              -              -              -              0.1            
Al locate to Market Fluctuations  Reserve 0.3            0.3            -              -              1.2            -              
Al locate to Ca lPERS/Pens ion Reserve -              1.8            -              -              -              0.3            
Al locate to Measure G Reserve -              -              -              -              1.2            -              
Al locate to VM & Stores  Surplus  Reserve -              -              -              1.0            -              -              
Al locate to Authorized Carryforwards 0.1            -              -              -              -              -              
Sa les  Tax Prior - Year Adjusments -              0.4            -              -              -              -              
Al locate to Property Surplus  Reserve -              -              -              1.9            -              1.2            

39.0$        46.4$        42.2$        49.2$        52.2$        53.7$        

2.7$          4.1$          4.6$          2.3$          1.4$          0.8$          

TOTAL OPERATING EXPENDITURES

Town of Los Gatos General Fund  Historical Year-End Results
(in $ million)

TOTAL OPERATING REVENUES & TRANSFERS*

TOTAL REVENUES, TRANSFERS, AND USE OF RESERVES

TOTAL OPERATING & DISCRETIONARY EXPENDITURES

AMOUNTS AVAILABLE FOR RESERVE ALLOCATIONS

TOTAL EXPENDITURES &  RESERVE ALLOCATIONS

NET REVENUES RESERVE TRANSFERS LESS EXPENDITURES & 
RESERVE ALLOCATIONS FOR FINAL ALLOCATION AFTER YEAR 
END CLOSE

* Due to rounding of individual categories Total Expenditures and Reserve Allocations may include $0.1 million.
General Fund (111) Historical presentaion does not include Pension Trusts activities.
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STRATEGIC PRIORITIES AND CORE GOALS 
 
In January 2022, the Town Council determined the Strategic Priorities for 2022-2024, providing 
guidance to Town staff on workload prioritization.  The Town Council reaffirmed its Core Goals, 
including: Community Character, Good Governance, Fiscal Stability, Quality Public Infrastructure, 
Civic Enrichment, and Public Safety.  Even with the continuing challenges associated with the 
COVID-19 pandemic, many of Council’s primary goals and priorities are programmed in the FY 
2022/23 Operating and Capital Budgets.   
 
Several Strategic Priorities are not one-time projects, but rather are ongoing commitments due 
to their critical significance to ensure the Town’s fiscal and infrastructure stability and the safety 
and quality of life for Los Gatos residents, businesses, and visitors.  These commitments include 
continuing to address the Town’s unfunded pension and other post-employment benefits (OPEB) 
obligations; developing Measure B transportation projects so the Town is positioned to receive 
its fair share of the funds; and fostering emergency preparedness and community wildfire 
resilience.  
 
In terms of capital projects, the Town Council affirmed its interest in investing in bicycle and 
pedestrian improvements and implementing elements of the Comprehensive Parking Study.  In 
addition to capital projects, the Council identified new policy priorities which include engaging 
our senior community and implementing diversity, equity, and inclusion efforts. 
 
Other Strategic Priorities will position the Town well for its future.  The Council reaffirmed its 
commitment to explore new revenue opportunities.  The Council continues the General Plan 
Update to engage the community in land use planning and policies to guide development for the 
next couple of decades and address environmental sustainability and climate resiliency. Other 
Priorities included continuing to enhance economic and community vitality and completing the 
Housing Element.  As the Town emerges from the economic upheaval of the pandemic, the 
significance of building back stronger will position the Town well for the future.   
 
UNDERSTANDING THE BUDGET DOCUMENT 
 
The Operating Budget document includes Town-wide information as well as information specific 
to each fund and each Department.  The Town receives revenues from different sources, many 
of which have restrictions on how they can be used.  Separate funds are established to account 
for the different types of revenues and allowable uses of those revenues. 
 
The budget is prepared in accordance with Generally Accepted Accounting Principles.  The budget 
for governmental funds has been prepared on a modified accrual basis.  The modified accrual 
basis recognizes expenditures when the related fund liability is incurred.  Revenues are 
recognized when they become both measurable and available.  “Measurable” means the amount 
of the transaction can be determined and “available” means collectible within the current period 
or soon enough thereafter to be used to pay liabilities of the current period. 
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FY 2022/23 FISCAL OUTLOOK 
 
Overview 
The workload and budgetary prioritization process took into account the Town’s current 
economic reality and long term fiscal picture, as well as high priority service delivery needs.  Key 
principles include: 
 

 Develop and recommend a balanced budget that maintains service levels;  
 Position for multi-year return to pre pandemic revenue levels; 
 Continue to make progress on Strategic Priorities identified by the Town Council;  
 Identify opportunities to enhance service delivery through new revenue sources, 

technology, and open government; and 
 Prepare for addressing future deficits in the event new revenue sources do not 

materialize. 
 
As shown in the chart below, the Proposed Budget is largely funded by the General Fund (68%). 
 

 
 

 
For Council’s consideration, staff is recommending the following allocations:  

 
• $1,304,696 from the American Recovery Act (ARPA) to balance the budget and provide 

rent forgiveness to certain non-profit organizations who are tenants of Town buildings.  
The unallocated ARPA funds are placed in the ARPA Reserve.   

• $2,350,000 from the General Fund Capital/Special Projects Reserve to fund to the 
proposed Capital Improvement Program. 
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If the Town Council does not agree with these proposed recommendations, the Council should 
provide specific guidance as to the allocation of these funds.   
 
General Fund 
The General Fund pays for core services such as public safety, community development, parks 
and public works, library, and other services.  The revenue used to pay for these services comes 
primarily from local taxes such as property tax, sales tax, transient occupancy tax, franchise fees, 
licenses and permits, Town services, fines and forfeitures, and a variety of other sources. As 
illustrated in the chart below, the majority of General Fund revenue supports the services 
provided by Police, Parks and Public Works, Community Development, and Library Departments.   
 
 

 
 

 
General Fund revenue is estimated at $44.5 million in the FY 2022/23 Proposed Budget, excluding 
debt service, ARPA receipt, restricted pension trust activity, and fund transfers.  This is an 
increase of $1.2 million (3%) when compared to the FY 2021/22 estimated revenue and a 0.01% 
increase when compared to FY 2020/21 actuals.  While Property Taxes, Vehicle License Fee (VLF) 
backfill property tax, Sales Tax, and Transient Occupancy Tax are projected to increase, it is 
important to note that projected Sales Tax revenue is just now returning to FY 2018/19 levels and 
TOT revenue projections are still $1.1 million below FY 2018/19 levels. Anticipated increases in 
Property Tax are primarily attributable to more favorable projections of Educational Revenue 
Augmentation Fund (ERAF) distributions.  Revenues from Licenses and Permits are expected to 
decrease.  
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The Town’s General Fund operating budget expenditures for FY 2022/23 are projected to be 
$45.4 million which is a slight $0.2 million increase compared to the prior year’s Adjusted Budget 
(excluding fund transfers, Council Approved ARPA grants and rent forgiveness, Pension Trust 
Fund activities, and debt service).  Compared to the FY 2020/21 actuals, proposed operating 
expenditures are a 13.8% increase. The increase in FY 2022/23 is primarily attributable to merit 
step increases, employee promotions, development of three new positions, and increased 
pension costs.  Other components of the expenditures include grants and awards, internal service 
charges, operating expenses for supplies and services, and debt service.  The delivery of Town 
services is highly dependent on a talented and skilled labor, which makes up 66.1% of budgeted 
General Fund expenditures for FY 2022/23.     
 
Internal Service Funds 
Internal Service Funds are used for areas where goods or services are provided to other Town 
Departments.  Internal Service Funds include funds and programs for Information Technology, 
Liability Insurance, Workers’ Compensation, Facilities Maintenance, and Equipment 
Replacement.  The total proposed Budget for Internal Service Funds for FY 2022/23 is $6,427,499. 
 
Capital Projects Fund 
The Capital Improvement Projects Fund is typically used to account for financial resources that 
are used for the acquisition or construction of major capital infrastructure or to provide or 
improve facilities for Town Departments as identified in the five-year Capital Improvement 
Program (CIP).   
 
The proposed FY 2022/23 Town-wide expenditures from the Capital Projects Fund is $13.1 million 
(excluding transfers out) which is inclusive of $6.5 million in General Fund Appropriated Reserve 
for the Town’s CIP program.   
 
Special Revenue Funds 
Special Revenue Funds are a fund type used to account for the proceeds of specific revenue 
sources that are legally restricted to expenditures for specific purposes including four trusts 
established to provide for the servicing of donations and bequests to the Town’s Library program.  
Special Revenue Funds account for 0.9% of the Town-wide expenditure budget.  The Town’s 
largest Special Revenue Funds are the ARPA and the Urban Run-Off Source Fund.  The total 
proposed Budget for Special Revenue Funds for FY 2022/23 is $1,705,178. 
 
Successor Agency to the Los Gatos RDA Funds 
The Successor Agency to the Los Gatos Redevelopment Agency (RDA) is a private purpose trust 
fund that accounts for the assets, liabilities, and operations transferred from the dissolution of 
the Town’s RDA.  These funds include Certificates of Participation issued to finance several capital 
improvement projects throughout the Town and repayment of obligations incurred by the 
Town’s RDA prior to its dissolution.  The FY 2022/23 budgeted expenditures in this trust fund 
total $3.8 million.   
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GENERAL FUND RESERVES 
 
The total General Fund Reserves are forecasted at a balance of approximately $20.9 million as of 
June 30, 2023.  Additional information on the estimated FY 2021/22 and FY 2022/23 year-end 
General Fund balances can be found in the Financial Summaries section.  As indicated in the chart 
on the next page, the General Fund reserves are decreasing from prior years due primarily to 
previous programmed payments toward the Town’s unfunded pension/OPEB obligations and 
transfers to the CIP program.  Past transfers to the CIP program include $7.0 million (FY 2016/17), 
$2.4 million (FY 2017/18), $2.4 million (FY 2018/19), $5.7 million (FY 2019/20), $3.4 million (FY 
2020/21), and $2.8 million (FY 2021/22).  The proposed transfer in FY 2022/23 is $2.4 million.   
Pension/OPEB transfers of note include the $4.5 million California Public Employees Retirement 
System (CalPERS) side-fund payoff in June 2014 and a $4.8 million additional discretionary 
payment (ADP) in FY 2019/20.  In FY 2020/21, additional ADPS of $3.6 million and $2.1 million 
were transferred in July and April, respectively.  
 

 
 



A - 14 
 

 
Catastrophic and Budget Stabilization Reserves 
As per the Town’s General Fund Reserve Policy and reaffirmed by Council, the Catastrophic and 
Budget Stabilization Reserves are to be maintained at combined minimum funding level of 25% 
of General Fund ongoing operating expenditures.  The funding requirement is equally divided 
between the Catastrophic Reserve (12.5%) and the Budget Stabilization Reserve (12.5%).  Fund 
balance in these reserves is used to fund future fluctuations in the economy due to catastrophic 
events and mitigating cyclical changes in locally generated revenues from temporary downturns 
in the local economy.  Staff recommends transferring $486,944 from available prior year-end 
savings to meet the required 25% funding level, or $11.4 million total for FY 2022/23. 
 
Pension/OPEB Reserve 
Committed fund balance in this reserve is used to fund pension and other post-employment 
benefits (OPEB) unfunded obligations.  This reserve is primarily used to house additional 
discretionary payments budgeted for future allocation to CalPERS.  The Town’s Pension/OPEB 
Oversight Committee has determined that additional discretionary payments will be allocated 
directly to CalPERS.   
 
With Council direction, upon the close of the fiscal year, the CalPERS/OPEB Reserve receives 
$300,000 of the available year-end savings.  In FY 2018/19, the Council modified the General 
Fund Reserve Policy to reduce the amortization period for prior pension amortization bases from 
30 years to 20 years.  Initial annual programming of $390,000 was established subject to final 
adjustment based upon updated CalPERS actuarial valuations.  The prior Council Finance 
Committee made recommendations for the allocation methodology for use of these funds for 
future Town Council/Oversight Committee consideration.   
 
Capital/Special Projects 
With Council direction, upon the close of the fiscal year, the Capital/Special Projects Reserve 
receives the Town's annual revenues above operating expenditures after funding all legally 
restricted reserves at their required levels.  Fund balance is assigned for the acquisition and 
construction of capital facilities or special projects as determined by the Town Council.  In FY 

6/30/2016
Actual

6/30/2017
Actual

6/30/2018
Actual

6/30/2019
Actual

6/30/2020
Actual

6/30/2021
Actual

6/30/2022
Estimated

6/30/2023
Proposed

Restricted for:
Pension 5,015,316$         669,978$               -$                       690,000$               1,080,000$           

Commited to:
Budget Stabilization 6,621,808$         4,969,847$         5,037,243$        5,419,222$         5,427,603$            5,460,485$           5,703,957$           5,703,957$           
Catastrophic 4,637,406           4,969,847           5,037,243           5,419,222            5,427,603              5,460,485$           5,703,957$           5,703,957$           
Pension/OPEB 300,000               3,388,913           2,878,913           4,232,500            4,532,500              300,000                 300,000                 300,000                 
Almond Grove 8,459,973           1,801,318           -                       -                        -                           -                          -                          -                          

Assigned to:
Open Space 562,000               562,000               562,000              562,000               410,000                  410,000                 410,000                 410,000                 
Sustainability 140,553               140,553               140,553              140,553               140,553                  140,553                 140,553                 140,553                 
Strategy 2,600,000           2,600,000           129,090              -                        -                           -                          -                          -                          
Capital / Special Projects 4,222,405           8,332,953           14,421,203        13,262,303         8,787,958              6,965,356             7,041,938              4,691,938             
Authorized Carryforward 99,284                 34,852                 99,927                 413,729               -                           -                          -                          -                          
Compensated Absences 350,329               2,122,512           1,232,653            1,539,408              1,649,917             1,649,917              1,649,917             
To Workers' Compensation 1,232,654            
Measure G District Sales Tax 1,181,162              1,730,490             679,443                 679,443                 
Stores & Veh. Maint.  Residual 1,040,375            -                           -                          -                          -                          
Market Fluctuations 1,218,732              438,333                 438,333                 438,333                 
Surplus Property -                        1,200,000             -                          -                          
Other 159,000                 159,000                 159,000                 

Total General Fund Reserve 27,643,429$       27,150,612$       30,428,684$      37,970,527$       29,335,497$         23,914,619$        22,917,098$         20,957,098$        

General Fund  Reserve
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2022/23, the amount being allocated to the Capital Improvement Program is $2.4 million.  It is 
anticipated the Reserve will have approximately $4.1 million as of June 30, 2023.  
 
Compensated Absences Reserve 
A reserve is maintained annually to fund 50% of all vested hours of vacation earnings.  It is 
anticipated the reserve will have approximately $1.6 million as of June 30, 2023.  
 
Surplus Property Reserve 
A reserve established for placing the proceeds from surplus property sales until further Town 
Council reallocation.  It is anticipated the reserve will have approximately $0.0 million as of June 
30, 2023. 
 
Measure G District Sales Tax Reserve 
A reserve established tracking the receipt and the usage of the 1/8 cents District Tax funds 
collected by the Town.  Pending Council direction on current unallocated reserve balance it is 
anticipated the reserve will have approximately $0.0 million as of June 30, 2023. 
Other 
The Town has several other smaller reserves that have been classified as other.  These reserves 
include an authorized carryforward, open space reserve which may be used to make selective 
open space acquisitions, and a sustainability reserve which will be used to fund projects that 
enhance the community environment.  Please refer to the Financial Summaries section (C-1) for 
additional information. 
 
American Rescue Plan Act (ARPA)  
The ARPA proceeds are accounted in the special revenue fund and revenues are recognized as 
eligible expenses occurred.    
 
KEY BUDGET ASSUMPTIONS 
 
Revenues 
The FY 2022/23 Budget incorporates the waning impacts of the COVID-19 pandemic and the 
subsequent economic disruption with the General Fund revenues (excluding debt payments, 
restricted pension trust activity, and fund transfers in) expected to increase by $0.9 million to 
$46.8 million (not including anticipated ARPA fund receipt) from prior year estimated revenues. 
Revenue projections for each category were based upon estimates provided to the Town by the 
Santa Clara County Assessor, the Town’s sales tax consultant, and careful examination of revenue 
trends, patterns, and industry research.   
 
The net increase from FY 2021/22 in overall revenues is mostly due to forecasted increases in 
some revenues such as property tax, sales tax, and transient occupancy tax.  Licenses and permit 
revenues are expected to decrease in FY 2022/23 and then increase gradually over time.  The 
sales tax projections include the voter approved one-eighth general purpose sales tax dedicated 
to the Town of Los Gatos.  Revenue collection began in April 2019.  Additional details regarding 
the assumptions used in the development of revenue estimates can be found in the Forecast 
Assumptions at the end of this section. 
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Expenditures - Staffing 
The proposed Budget includes minor adjustments to staffing.   
 

 
The FY 2022/23 Operating Budget has 153.25 full time employees and an additional 11.47 full 
time equivalent (FTE) hourly employees for a total of 164.71 budgeted FTEs, including temporary 
staff.  This reflects an increase of 3 FTE compared to the prior year.  Two of the added positions 
provide important hire ahead capacities in the Parks and Public Works Department.  The two 
positions will help bridge anticipated retirements with staffing returning to prior levels once 
transitions are completed.  The one in the Library is a Senior Library Page as described below. 
The recommended FY 2022/23 staffing levels also reflect the following changes from the prior 
year’s Adopted Budget:   
 
 Administrative Services and Town Offices - The FY 2022/23 Budget reflects the continuation 

of a limited dated part time position to assist with the Town’s emergency preparedness 
activities and regional emergency management engagement. The FY 2022/23 Budget also 
includes one-time temporary hours to help with special projects in the Information 
Technology Program.   

 Community Development Department (CDD) –The FY 2022/23 Budget includes the part-time 
Code Compliance Officer position which will be continued for another year.   

 Police – The FY 2022/23 Budget contains one-time temporary staff hour requests for 
Community Service Officer Intern, two Police Trainee recruit positions, Background 
Investigation Staff, and continuation of the Temporary Parking and Project Manager for 
implementation of the Comprehensive Parking Study.  

 Parks and Public Works (PPW) – The FY 2022/23 budget includes a one-time (1 FTE) Urban 
Forest Manager to manage the Town’s urban forest and fire safety program a one-time hire 
ahead Lead Parks and Maintenance worker, and additional 2080 hours for a Temporary 
Senior Civil Engineer to assist with the grant funded CIP projects.  Upon retirement of one of 
the current Lead Maintenance Worker and the Town Arborist the two positions will be 
defunded and through a future Council budget action, will be removed from the number of 
authorized positions.  In addition, the proposed budget includes a reclassification of an 
Executive Assistant position to an Administrative Technician position.  

Departments

FY 2021/22
Authorized/Funded

Town Staff 
Position

FY 2022/23
Authorized/Funded

Town Staff 
Position

Town Council 0.50 0.50
Town Attorney 2.13 2.13
Administrative Services 20.18 20.18
Community Development 20.20 20.20
Police Department 60.00 60.00
Parks & Public Works 34.75 36.75
Library 12.50 13.50
Total Position 150.25 153.25
All Hourly Employee Staff Converted to FTE's 11.09 11.46

161.34 164.71
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 Library – The FY 2022/23 budget includes an additional Senior Library Page position and a 
reclassification of a Library Technician position to a Library Assistant position. These changes 
were funded by reduction of temporary hours.   

 
Non-Personnel Operating Expenditures 
 
Non-Personnel expenditure budgets were developed based on actual expenditures in prior years, 
adjusted for FY 2022/23 funding needs.  In light of limited available resources, the FY 2022/23 
proposed budgeted non-personnel expenditures are conservative, with additions primarily 
limited to non-discretionary, contractually obligated, or mandated increases.  Additional details 
regarding the assumptions used in the development of the expenditure estimates can be found 
in the Forecast Assumptions discussion later in this section. 
 
STATE BUDGET IMPACTS 
 
Preliminary data for the State of California FY 2022/23 Proposed Budget anticipate a $31 billion 
surplus.  The Legislative Analyst Office (LAO) offers that the $31 billion surplus is driven by 
revenue collections coming in over $10 billion ahead of budget act expectations so far this year. 
Underlying this growth, the LAO states are significant increases in several measures of economic 
activity. Retail sales have posted double digit growth during 2021, stock prices have doubled from 
their pandemic low last spring, and several major firms have posted historically high earnings.  As 
a result, the LAO projects State General Fund revenue will be $28 billion higher than anticipated 
in the FY 2022/23 Budget. 
 
Aside from tax payment deferral programs which are largely a question of cash flow, local 
revenues are well insulated from any State budgetary problem.  Unlike in prior recessions, local 
governments have strong and encompassing constitutional protection from State actions that 
might affect revenues and mandates.  Similarly, it is unlikely that the State will disburse any extra 
revenue to local governments.  
 
The estimated Gas Tax revenue totals approximately $1.6 million for FY 2022/23 due to the Road 
Recovery and Repair Act of 2017 (SB1).  These funds can only be used for new construction and 
reconstruction of Town streets.  
 
ONGOING BUDGET CONSIDERATIONS: 
 
Fire Protection Services 
 
Fire Protection Services for the Town of Los Gatos are provided by the Santa Clara County Central 
Fire Protection District.  These services have been provided under an annexation agreement 
effective March 18, 1970 in which the tax rate then in effect for Town’s fire protection services 
was essentially transferred to the County’s Central Fire Protection District.  Based upon the latest 
assessed valuation reports provided by the County of Santa Clara, the property tax collected from 
Los Gatos residents for FY 2022/23 and remitted to the Santa Clara County Central Fire Protection 
District for fire protection services is estimated to be approximately $19.6 million.    
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Unfunded Other Post-Employment Benefits (OPEB) and Pension Liabilities 

The Town’s pension unfunded actuarial liability (UAL) as of June 30, 2020 (the “date of value” for 
our most up to date actuarial valuation from the California Public Employees Retirement System 
(or “PERS”) is approximately $61.8 million. The Town’s unfunded actuarial OPEB liabilities are 
projected to total approximately $8.7 million as of June 30, 2019.  
 
On November 3, 2020, voters of Los Gatos approved the Measure A ballot initiative establishing 
a new Finance Commission and disbanding both the Finance Committee and Sales Tax Oversight 
Committee.  The Commission is comprised of five resident voting members and two non-voting 
Council Members.  Among other things, the Commission is tasked with providing guidance to the 
Town Council and staff in the development of long-term strategies to pay down and manage 
OPEB and pension liabilities.   
 
CONCLUSION 
 
While the Town and the nation appear to be emerging from the economic turmoil associated 
with COVID-19 pandemic, its impacts to the current Budget and Five-Year Forecast continue to 
be felt.  For this reason, the FY 2022/23 Budget maintains a conservative posture until greater 
clarity emerges on the Town’s primary revenue sources.  To ensure the Town’s high service levels 
are maintained, Council Strategic Priorities are addressed, and essential infrastructure 
investments are made, the Town’s primary revenue sources will need to return to pre-pandemic 
levels and/or new revenue sources secured.   
 
Considering future anticipated deficits, opportunities to enhance service delivery, while lowering 
operating costs through resource and workload redeployments and organizational restructuring 
will continue to be explored, evaluated, and implemented.  However, in the event pre pandemic 
revenue growth projections do not return, and new revenue sources are not identified, the 
current projected deficits may need to be addressed through service delivery reductions or 
service outsourcing.  If this occurs, the Council will need significant input from the community to 
identify acceptable organizational changes and service levels. 
 
In the interim, due to the proactive and conservative fiscal policies of the past, the Town is in an 
enviable position to manage the unprecedented nature of the pandemic.  With this Budget, we 
continue to fund both the Catastrophic and Budget Stabilization Reserves per the Town’s General 
Fund Reserve Policy at a combined minimum funding level of 25% of General Fund ongoing 
operating expenditures.  The funding requirement is equally divided between the Catastrophic 
Reserve (12.5%) and the Budget Stabilization Reserve (12.5%) and currently approximates $11.4 
million in reserves. These contingencies provide ample resources in the event the nascent 
economic recovery stalls.   
 
I wish to thank all Town Departments, including the Directors and the members of their 
management, analytical, and support staff, who worked diligently on the preparation of this 
Budget document.  In addition, I would like to recognize the efforts of the entire Finance 
Department and the Assistant Town Manager: 
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 Stephen Conway, Interim Finance Director 
 Gitta Ungvari, Finance and Budget Manager 
 Melissa Ynegas, Administrative Analyst 
 Diane Howard, Administrative Analyst 
 Mark Gaeta, Accountant 
 Maurice De Castro, Accountant 
 Wayne Chen, Administrative Technician 

Arn Andrews, Assistant Town Manager 
 
Again, I wish to thank the current Council for your fiscal stewardship which has left the Town on 
firm footing to navigate the unprecedented nature of the current pandemic crisis. 
 
Respectfully submitted, 

 
Laurel Prevetti 
Town Manager 
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SUMMARY OF CHANGES  
FROM PROPOSED TO ADOPTED 

 

Per Measure A, the Finance Commission received the Proposed FY 2022/23 Operating and Capital 
Budgets 21 business days before May 17, 2022, which was the first meeting at which the 
Proposed Budgets were considered by the Town Council.  The Finance Commission held three 
public meetings at which Commissioners discussed the Proposed Budgets and provided 
recommendations to the Town Council per Measures A and G.  On May 17, 2022, the Town 
Council conducted a public hearing to discuss the proposed FY 2022/23 Operating and Capital 
Summary Budget and Proposed FY 2022/23 – 2026/27 Capital Improvement Program.  The Town 
Council considered public testimony, discussed both documents, considered the Finance 
Commission recommendations to provide $2.9 million of additional funding for the Capital 
Improvement Program, and directed staff to bring back the documents for final approval 
incorporating the Council recommendations.   

 
After the Council’s direction on May 17, 2022, the Town successfully completed negotiations with 
all bargaining units.  To meet the financial terms of the agreements, the Council adopted a 
balanced budget at the June 21, 2022 meeting utilizing additional funding from the OPEB 115 
Trust to fund retiree pay-go medical payments directly ($900,000) and allocating the remaining 
residual Measure G balance ($700,000) to the General Fund for FY 2022/23.  
 
The following table represent the changes from the proposed budget to the adopted budget. 
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While the Adopted Budget document reflects all of the approved changes, the Town Manager 
Transmittal Letter dated April 18, 2022 represents the proposed FY 2022/23 Operating and 
Capital Budgets as it was submitted on April 18, 2022.  The five-year forecast on the following 
page has been partially updated to reflect the adjustments to salary and benefit costs included 
in the June 21, 2022 FY 2022/23 Adopted Budget.   

2022/23 Estimated 2022/23
Proposed Budget Adopted

Budget Revision Budget
REVENUES 

General Fund 48,378,548$ 1,626,919$   (1) 50,005,467$   
Special Revenue Funds 1,775,576     -                    1,775,576       
Internal Service Funds 4,125,957     -                    4,125,957       
Capital Project Funds (does not include carryforwards) 12,753,575   2,900,000     (2) 15,653,575     
Successor Agency Funds 3,799,926     -                    3,799,926       

TOTAL REVENUES 70,833,582$ 4,526,919$   75,360,501$   

OTHER FUNDING SOURCES
Designated One-Time Use of General Fund Reserves 2,350,000     679,443$      3,029,443       (3)

TOTAL TOWN REVENUES & OTHER FUNDING SOURCES 73,183,582$ 5,206,362$   78,389,944$   

TOTAL TOWN EXPENDITURES, TRANSFERS OUT & CARRYFORWARD APPROPRIATION
General Fund 50,338,548$ 2,306,362$   (4) 52,644,910$   
Special Revenue Funds 1,705,178     12,246          (4) 1,717,424       
Internal Service Funds 6,427,499     -                    6,427,499       
Capital Project Funds (does not include carryforwards) 13,081,287   2,900,000     (2) 15,981,287     
Successor Agency Funds 3,799,752     125               (4) 3,799,877       

TOTAL TOWN EXPENDITURE & OTHER FUNDING USES 75,352,264$ 5,218,733$   80,570,997$   

GENERAL FUND SOURCE(USE) OF FUND BALANCES 390,000$      390,000$        
OTHER FUNDS SOURCE(USE) OF FUND BALANCES (2,558,682)    (2,571,053)      (5)

TOTAL SOURCE(USE) OF FUND BALANCES (2,168,682)$  (12,371)$       (2,181,053)$    

(1) Additional General Fund Revenues
                    $902,579 OPEB Trust Reimbursement for Retiree Medical 
                    $624,340 Additional ARPA Proceeds for Revenue Replacement
                    $100,000 Additional Business License  Tax
(2) Additional Transfer to Capital Projects  (GFAR)
                    $2,900,000 General Fund Reimbursement Revenues (ARPA)
(3) Designated One-Time Use of the General Fund Reserves during FY 2022/23
                     $2,350,000 - Transfer to Capital Projects (GFAR)
                    $679,443 -  Measure G Residual for Operation
(4) General fund Expenditures
                    $2,318,733 - Increases to Negotioated Salary Increases

(5) Other Funds Source (Use) represents planned one-time uses  of Internal Service Funds, Special Revenue
      Funds, Trust Funds, and Capital Project Funds primary for infrastructure and equipment investment.
      Numbers may differ between exhibits due to rounding.



A-22 
 

 

Account Revenue Category
 2021/22 
Adjusted 
Budget 

 2021/22 
Estimates 

 2022/23 
Proposed 
Budget 

 2023/24 
Forecast 

 2024/25 
Forecast 

 2025/26 
Forecast 

 2026/27 
Forecast 

 2027/28 
Forecast 

4100 Property Tax 15.4$        15.7$        16.6$        15.7$        16.1$        16.6$        17.1$        17.6$        
4110 VLF Backfi l l  Property Tax 4.2            4.2            4.4            4.5            4.6            4.8            4.9            5.1            
4200 Sales  & Use Tax 7.0            7.5            7.9            8.2            8.5            8.8            9.1            9.3            
4200 Measure G Dis trict Sa les  Tax 1.2            1.2            1.3            1.4            1.4            1.5            1.5            1.5            
4250 Franchise Fees 2.5            2.4            2.5            2.6            2.6            2.7            2.8            2.9            
4251 Trans ient Occupancy Tax 1.4            1.4            1.6            1.7            1.8            1.9            1.9            2.0            
4400 Bus iness  License Tax 1.3            1.3            1.4            1.4            1.4            1.4            1.4            1.4            
4400 Licenses  & Permits 3.1            3.1            2.8            2.8            2.9            3.0            3.1            3.2            
4500 Intergovernmenta l 4.0            1.1            1.1            1.0            1.0            1.0            1.2            1.1            
4600 Town Services 4.2            4.3            4.2            4.0            4.1            4.1            4.2            4.3            
4700 Fines  & Forfei tures 0.2            0.2            0.2            0.2            0.2            0.2            0.2            0.2            
4800 Interest 0.4            0.4            0.4            0.3            0.3            0.3            0.3            0.3            
4850 Other Sources 2.6            2.4            3.1            2.2            2.2            2.2            2.3            2.2            
4900 Fund Transfers  In 0.6            0.6            0.5            0.5            0.5            0.5            0.5            0.5            

48.1$        45.8$        48.0$        46.5$        47.6$        49.0$        50.5$        51.6$           p p  j    
Capi ta l 0.6            0.6            2.4            0.8            0.8            0.8            0.8            0.8            
Use of Pens ion/OPEB Reserve -              0.3            -              -              -              -              -              -              
Use of Property Surplus  Reserve 1.2            1.2            -              -              -              -              -              -              
Use of Measure G Reserve 1.1            1.1            0.7            -              -              -              -              -              
ARPA Replacement Revenue -              -              1.6            -              -              -              -              -              

51.0$        49.0$        52.7$        47.3$        48.4$        49.8$        51.3$        52.4$        

Account Expenditure Category
 2021/22 
Adjusted 
Budget 

 2021/22 
Estimates 

 2022/23 
Proposed 
Budget 

 2023/24 
Forecast 

 2024/25 
Forecast 

 2025/26 
Forecast 

 2026/27 
Forecast 

 2027/28 
Forecast 

5110 Salary 20.9          19.2          23.2          23.0          23.5          23.9          24.5          25.0          
5120 CalPERS Benefi ts 7.3            6.2            7.7            7.9            8.3            8.1            8.4            8.5            
5200 Al l  Other Benefi ts  4.2            3.4            4.6            4.4            4.5            4.6            4.7            4.8            
6211 OPEB Pay as  You Go 1.5            1.5            1.5            1.5            1.6            1.7            1.8            1.9            
6000 Operating Expenditures 6.4            7.0            6.9            6.8            7.1            7.1            7.4            7.5            
7200 Grants  & Awards 1.0            0.8            0.2            0.2            0.2            0.2            0.2            0.3            
7400 Uti l i ties 0.6            0.6            0.6            0.6            0.7            0.7            0.7            0.7            
8060 Internal  Service Charges 2.7            2.6            2.7            2.9            3.1            3.4            3.7            3.8            
8900 Debt Service 1.9            1.9            1.9            1.9            1.9            1.9            1.9            1.9            

46.6$        43.3$        49.3$        49.2$        50.8$        51.6$        53.3$        54.4$        
GASB 45 Reti ree Medica l  Actuaria l 0.1            0.1            -              -              -              -              -              -              
Additional  Discretionary Payment - Pens ion 0.4            0.7            0.4            0.4            0.4            0.4            0.4            0.4            

47.1$        44.1$        49.7$        49.6$        51.2$        52.0$        53.7$        54.8$        
Capi ta l  Transfers  Out to GFAR 2.8            2.8            2.3            0.8            0.8            0.8            0.8            0.8            
 1/2 of Measure G Proceeds  to Capi ta l 0.6            0.6            0.7            0.7            0.7            0.7            0.8            0.8            

  g  
Stabi l i zation/Catastrophic -              0.5            -              -              -              -              -              -              
Al locate to Ca lPERS/Pens ion -              0.3            -              -              -              -              -              -              

50.5$        48.3$        52.7$        51.1$        52.7$        53.5$        55.3$        56.4$        

0.5$          0.6$          -$            (3.8)$        (4.3)$        (3.7)$        (4.0)$        (4.0)$        
* Due to rounding of individual categories FY 2021/22 Total Expenditures and Reserve Allocations includes $0.1 million.
General Fund (111) Forecast does not include Pension Trusts activities. 

Town of Los Gatos General Fund  5-Year Forecast  - Updated
(in $ million)

NET REVENUES RESERVE TRANSFERS LESS EXPENDITURES & 
RESERVE ALLOCATIONS FOR FINAL ALLOCATION AFTER YEAR 
END CLOSE

TOTAL REVENUES, TRANSFERS, AND USE OF RESERVES

TOTAL EXPENDITURES &  RESERVE ALLOCATIONS

TOTAL OPERATING REVENUES & TRANSFERS*

TOTAL OPERATING EXPENDITURES

TOTAL OPERATING & DISCRETIONARY EXPENDITURES

AMOUNTS AVAILABLE FOR RESERVE ALLOCATIONS



A-23 
 

The following table illustrates the previous projected deficits relative to the partially updated 
Forecast.  
 

Original 5 Year Forecast 

 

2023/24 
Forecast 

($M) 

2024/25 
Forecast 

($M) 

2025/26 
Forecast 

($M) 

2026/27 
Forecast 

($M) 

2027/28 
Forecast 

($M) 

Original Surplus/Deficit ($2.2) ($2.9) ($2.3) ($2.5) ($2.6) 

Updated Surplus/Deficit ($3.8) ($4.3) ($3.7) ($4.0) (4.0) 

 

 

 









































































































 

A - 75 
 

GANN APPROPRIATION RESOLUTION 

 

 











 

A - 80 
 

ANNUAL BUDGET RESOLUTION 
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